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%DFNJURXQG6WDQGDUGLVHGSDFNDJLQJIRUIDFWRU\PDGHFLJDUHWWHV)0DQGUROO\RXURZQ
5<2WREDFFŽ ?DQGD0LQLPXP([FLVH7D[0(7ZHUHIXOO\LPSOHPHQWHGLQWKH8.LQ
0D\IROORZLQJDWZHOYHPRQWKWUDQVLWLRQSHULRG7KLVSDSHULVWKHILUVWWRH[DPLQH
HIIHFWVRQWREDFFRVDOHVYROXPHVDQGFRPSDQ\UHYHQXHV
0HWKRGV$QDO\VLVRI8.FRPPHUFLDOVXSHUPDUNHWDQGFRQYHQLHQFHVWRUHHOHFWURQLFSRLQWRI
VDOH(326GDWDRQWREDFFRVDOHV)0DQG5<2SURGXFWVGDWD0D\WR$SULO
\LHOGHGPRQWKO\REVHUYDWLRQV([SHFWHGYDOXHVIURPDGGLWLYHPL[HGPRGHOOLQJZHUH
XVHGWRFDOFXODWHWUHQGVLQLYROXPHVRIWREDFFRVROGRYHUDOOE\FLJDUHWWHW\SH)0DQG
5<2DQGE\VHYHQPDUNHWVHJPHQWVDQGLLFRPSDQ\QHWUHYHQXHV$WHQPRQWKSHULRG
-XQHWR0DUFKEHIRUHWKHWUDQVLWLRQWRVWDQGDUGLVHGSDFNVZDVFRPSDUHGZLWKD
WHQPRQWKSHULRGDIWHUWKHLQWURGXFWLRQRIWKH0(7DQGIXOOLPSOHPHQWDWLRQRIVWDQGDUGLVHG
SDFNV-XQHWR0DUFK
5HVXOWV3RVWLPSOHPHQWDWLRQWKHDYHUDJHPRQWKO\GHFOLQHLQVWLFNVDOHVZDV0PLOOLRQ
&,00VWLFNVIDVWHUWKDQSUHLPSOHPHQWDWLRQDOPRVWGRXEOLQJWKHVSHHGRI
GHFOLQH6DOHVRIFKHDS)0EUDQGVSUHYLRXVO\LQFUHDVLQJSODWHDXHGDIWHULPSOHPHQWDWLRQ
&RPSDQ\PRQWKO\QHWUHYHQXHVGHFOLQHGIURPDVWDEOH000SUH
OHJLVODWLRQWR000LQ$SULO
&RQFOXVLRQV7KHFRQFXUUHQWLQWURGXFWLRQRIVWDQGDUGLVHGSDFNDJLQJDQG0(7LQWKH8.
ZDVDVVRFLDWHGZLWKVLJQLILFDQWGHFOLQHLQVDOHVDQGLQWREDFFRLQGXVWU\UHYHQXHVDQGWKHHQG
RIWKHSUHYLRXVJURZWKLQFKHDSFLJDUHWWHEUDQGVZKLFKDSSHDOWR\RXQJDQGSULFHFRQVFLRXV
VPRNHUV
 
 ?

tŚĂƚƚŚŝƐƉĂƉĞƌĂĚĚƐ

x 6WDQGDUGLVHGSDFNDJLQJZDVILUVWHQDFWHGLQ$XVWUDOLDLQ'HFHPEHU,QWKH8.
VWDQGDUGLVHGSDFNDJLQJOHJLVODWLRQZDVHQDFWHGLQ0D\DQGZDVIXOO\LQSODFHLQ
0D\ZKHQDPLQLPXPH[FLVHWD[0(7ZDVLPSOHPHQWHG

x 3UHYLRXVUHVHDUFKRQWKHLPSDFWVRIVWDQGDUGLVHGSDFNDJLQJDQG0(7LVOLPLWHG,Q
$XVWUDOLDFRPSUHKHQVLYHVDOHVGDWDLVQRWDYDLODEOHWRSXEOLFKHDOWKUHVHDUFKHUVEXW
DYDLODEOHGDWDVXJJHVWHGYROXPHVIHOODIWHUVWDQGDUGLVHGSDFNDJLQJZDVLQWURGXFHG
DQGVPRNHUVGRZQWUDGHGWRFKHDSHUEUDQGV,QWKH8.DGHVFULSWLYHVWXG\VXJJHVWHG
WKDWIDFWRU\PDGH)0FLJDUHWWHYROXPHVZHUHORZHUDQG5<2WREDFFRYROXPHV
ZHUHKLJKHULQSRVWVWDQGDUGLVHGSDFNDJLQJWKDQILYH\HDUVSUHYLRXVO\,Q
6SDLQD0(7LQOHGWRGRZQWUDGLQJIURP)0WR5<2

x 7KLVSDSHULVWKHILUVWWRH[DPLQHWKHLPSDFWRI8.VWDQGDUGLVHGSDFNDJLQJDQGWKH
0(7RQWREDFFRPDUNHWVHJPHQWVDOHVDQGWREDFFRLQGXVWU\QHWUHYHQXH

x 7KHDQDO\VLVLQWKLVSDSHUVKRZHGWKDWSRVWIXOOLPSOHPHQWDWLRQRIVWDQGDUGLVHG
SDFNDJLQJDQGWKH0(7RYHUDOOWREDFFRVDOHVGHFOLQHGIDVWHU&RQWLQXLQJJURZWKLQ
5<2ZDVQRWDEOHWRFRPSHQVDWHIRUDFFHOHUDWLQJGHFOLQHLQ)0FKHDS)0EUDQGV
VWRSSHGJURZLQJ7REDFFRLQGXVWU\UHYHQXHZKLFKZDVVWDEOHSUHVWDQGDUGLVHG
SDFNDJLQJOHJLVODWLRQGHFOLQHGWKHUHDIWHU

x 7KHFRQFXUUHQWLQWURGXFWLRQRIVWDQGDUGLVHGSDFNDJLQJDQG0(7FDQOHDGWR
VLJQLILFDQWGHFOLQHVLQWREDFFRVDOHVDQGLQWREDFFRLQGXVWU\UHYHQXHVZKLOHDOVR
UHGXFLQJVDOHVRIFKHDSFLJDUHWWHZKLFKDSSHDOWR\RXQJDQGSULFHFRQVFLRXVVPRNHUV
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7KHWREDFFRLQGXVWU\KDVEHHQDEOHWRNHHSORZSULFHGWREDFFRDYDLODEOHIRUSULFHFRQVFLRXV
VPRNHUVLQPDQ\FRXQWULHVLQRUGHUWRHQFRXUDJHXSWDNHDQGGLVFRXUDJHTXLWWLQJ\HWKDV
FRQWLQXHGWRJURZSURILWVHYHQZKHUHWKHUHDUHULVLQJWD[HVDQGGHFOLQLQJVDOHV$
JURZLQJSULFHJDSEHWZHHQFKHDSDQGH[SHQVLYHFLJDUHWWHVGULYHQE\WKHWREDFFRLQGXVWU\¶V
SULFLQJVWUDWHJLHVLVOLNHO\WRKDYHOHGWRWKHVHRXWFRPHV7KHWREDFFRLQGXVWU\RYHUVKLIWV
WD[HVRQWKHPRVWH[SHQVLYHFLJDUHWWHVWRPD[LPLVHSURILWVZKLOHXQGHUVKLIWLQJWD[HVRQWKH
FKHDSHVWWRUHGXFHWKHLPSDFWRIWD[LQFUHDVHVRQWKHLUUHWDLOSULFH
%\PLGWKH8.JRYHUQPHQWKDGIXOO\LPSOHPHQWHGWZRSROLFLHVWKDWPD\DGGUHVVWKHVH
SULFLQJVWUDWHJLHVVWDQGDUGLVHGSDFNDJLQJIRUIDFWRU\PDGHFLJDUHWWHV)0DQGUROO\RXU
RZQWREDFFR5<2DQGDPLQLPXPH[FLVHWD[0(7RQ)0SURGXFWV7KHLQGXVWU\¶V
DELOLW\WRFUHDWHDSULFHJDSGHSHQGVRQVLJQDOOLQJWKHSUHPLXPFRQQRWDWLRQVRILWVPRUH
H[SHQVLYHEUDQGVDQGFRQYHUVHO\LQGLFDWLQJWKDWRWKHUSURGXFWVDUHFKHDS6WDQGDUGLVHG
SDFNDJLQJWKUHDWHQVLWVDELOLW\WRGRWKLVE\UHGXFLQJH[SRVXUHWRSURVPRNLQJLPDJHU\DQG
EUDQGLQJDQGDOVRLQFUHDVHVWKHVDOLHQFHRIKHDOWKZDUQLQJV7KLVWKHUHIRUHWKUHDWHQVWKH
LQGXVWU\¶VSURILWDELOLW\PRGHODQGOLNHO\XQGHUSLQVWKHWREDFFRLQGXVWU\¶VZHOOGRFXPHQWHG
LQWHQVHRSSRVLWLRQWRWKHSROLF\
7KH0(7LVDQDGGLWLRQWRH[LVWLQJWREDFFRWD[HVDGYDORUHPWD[RQ)0EUDQGVDSHUFHQW
EDVHGWD[RQVDOHVYDOXHDQGVSHFLILFWD[WD[RQYROXPHVROG7KH0(7LVDQDOWHUQDWLYH
PHWKRGRIFDOFXODWLQJWKHWREDFFRGXW\SD\DEOHRQWKHFKHDSHVW)0EUDQGVZKHUHDGYDORUHP
GXW\PLJKWRWKHUZLVHPHDQWKDWWRWDOGXW\ZDVORZHUWKDQDVSHFLILHGPLQLPXPIXUWKHU
LQIRUPDWLRQRQH[LVWLQJWREDFFRWD[HVLVDYDLODEOHHOVHZKHUH7KXVLIDSURGXFW¶VSULFH
SRLQWGRHVQRWRUGLQDULO\LQFXUWKHOHYHORIWD[UHTXLUHGE\WKH0(7WKHWREDFFRFRPSDQ\
KDVWRSD\WKHKLJKHU0(7OHYHOWRWKHJRYHUQPHQW,QVKRUWWKH0(7HIIHFWLYHO\FUHDWHVD
GHIDFWRPLQLPXPSULFHDQGGLVFRXUDJHVWKHVHOOLQJRIFKHDSHU)0SURGXFWV
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
$SUHYLRXVGHVFULSWLYHVWXG\RIOLQHDURQO\WUHQGVLQ8.VDOHVYROXPHVVXJJHVWHGWKDW)0
VDOHVKDYHEHHQIDOOLQJEXWUROO\RXURZQWREDFFR5<2VDOHVKDYHEHHQULVLQJLQUHFHQW
\HDUVERWKSUHDQGGXULQJVWDQGDUGLVHGSDFNDJLQJLPSOHPHQWDWLRQWR7KH
SDSHU¶VDXWKRUVFDOOHGIRUDPRUHGHWDLOHGDQDO\VLVRIWKHLPSDFWRIVWDQGDUGLVHGSDFNDJLQJRQ
GLIIHUHQWPDUNHWVHJPHQWVWRXQGHUVWDQGWKHLPSDFWRQWKHWREDFFRLQGXVWU\DQGLWVSULFLQJ
VWUDWHJLHV7KLVSDSHU¶VREMHFWLYHLVWRH[DPLQHPDUNHWVHJPHQWVDOHVYROXPHVDQG
FRPSDQ\UHYHQXHVVXUURXQGLQJWKHLPSOHPHQWDWLRQRIVWDQGDUGLVHGSDFNDJLQJDQGDQ0(7LQ
WKH8.7KHUHVXOWVRIWKLVVWXG\ZLOOEHJOREDOO\LPSRUWDQWDVRWKHUMXULVGLFWLRQVFRQVLGHU
LPSOHPHQWLQJWKHVHSROLFLHV
DĞƚŚŽĚŽůŽŐǇ
ĂƚĂ
1LHOVHQDJOREDOLQIRUPDWLRQFRPSDQ\FROODWHVHOHFWURQLFSRLQWRIVDOHV(326GDWDRQ
WREDFFRSURGXFWVDOHVIURPQHDUO\RI8.VXSHUPDUNHWVLQFOXGLQJDFHQVXVRIVDOHVIURP
VWRUHVRZQHGE\WKHODUJHVWIRXU8.VXSHUPDUNHWFKDLQVDQGDVWUDWLILHGVDPSOHRIRI
FRQYHQLHQFHVWRUHV1LHOVHQWKHQVFDOHXSFROODWHGGDWDWRGHYHORSVDOHVDQGSULFLQJHVWLPDWHV
IRUWKH8.RYHUDOODQGVSOLWLQWRJHRJUDSKLFDODUHDV6WUDWDIRUWKHVFDOLQJXSDUHEDVHGRQ
1HWW%DUE79JHRJUDSK\VKRSJURXSW\SHDQGIDVFLDLHFKDLQDIILOLDWLRQ
8VLQJDKLHUDUFKLFDOVWUXFWXUH1LHOVHQUHFRUGVIRUHDFKSURGXFWRU6WRFN.HHSLQJ8QLW
6.8WKHWREDFFREUDQGEUDQGIDPLO\EUDQGYDULDQWVSHFLILFIHDWXUHVRIWKHSDFNHJ
QXPEHURIVWLFNV)0RUZHLJKWRIFRQWHQWV5<2ZKHWKHUSDFNDJLQJLVSULFHPDUNHGRU
IRU)0RQO\VWDQGDUGLVHGDQGZKHWKHUVROGDVDVLQJOHRUPXOWLSDFN
 ?

)RUHDFK6.8WKUHH\HDUV0D\WR$SULORIPRQWKO\GDWDRQYROXPHRIVDOHV
VDOHVSULFHVDQGH[WHQWRIGLVWULEXWLRQRIVDOHVZLWKLQWKH8.JHRJUDSKLFDODUHDVZHUH
DYDLODEOH)RUVDPSOHGHVLJQUHDVRQV1LHOVHQUHFRPPHQGRQO\DQDO\VLQJREVHUYDWLRQVRI
ZLGHO\GLVWULEXWHG6.8VROGYLDRUPRUHUHWDLOHUV:HWKHUHIRUHH[FOXGHGPRQWKO\
REVHUYDWLRQVWKDWGLGQRWUHDFKWKLVWKUHVKROGHLWKHULQWKH8.RYHUDOORUZLWKLQDJLYHQ
JHRJUDSKLFDODUHDLIVDOHVGLGQRWUHDFKWKHWKUHVKROGLQWKDWDUHD7KLVOHIWPRQWKO\
REVHUYDWLRQVRIZLGHO\GLVWULEXWHG6.8VZKLFKLQFOXGHGRIWRWDOYROXPHIXUWKHUVDPSOH
GHWDLOVDUHDYDLODEOH
sĂƌŝĂďůĞƐ
DĂƌŬĞƚƐĞŐŵĞŶƚ
7KHWREDFFRLQGXVWU\VSOLWVLWVSURGXFWVLQWRPDUNHWVHJPHQWVDQGKDVGLIIHUHQWSULFLQJ
VWUDWHJLHVIRUHDFKPDUNHWVHJPHQW:HDOORFDWHGEUDQGYDULDQWVWRPDUNHWVHJPHQWVEDVHG
RQRXUFRPSUHKHQVLYHUHYLHZRIWKHFRPPHUFLDOOLWHUDWXUHDQGDQDO\VLVRI1LHOVHQGDWD
7KLVLGHQWLILHGIRXUPDUNHWVHJPHQWVIRU)0SURGXFWVSUHPLXPPLGSULFHYDOXHDQG
VXEYDOXHDQGWKUHHIRU5<2SURGXFWVSUHPLXPPLGSULFHDQGYDOXH*UDSKLFDO
UHSUHVHQWDWLRQRI6.8SULFHVLQWKHSUHOHJLVODWLYHSHULRG0D\WR$SULODQGDQ
XSGDWHGUHYLHZRIWKHFRPPHUFLDOOLWHUDWXUH-DQXDU\WR'HFHPEHUZHUHXVHGWR
UHYDOLGDWHWKLVDOORFDWLRQ2QWKLVEDVLVWKUHHRIEUDQGYDULDQWVZHUHPRYHGLQWR
GLIIHUHQWPDUNHWVHJPHQWVEDVHGRQWKHPDMRULW\WLPHVSHQWLQHDFKPDUNHWVHJPHQW
$IHZ6.8VRI5<2DQGRI)0E\YROXPHFRXOGQRWEHFODVVLILHGE\PDUNHW
VHJPHQW7KHPDMRULW\RIWKHVHZHUH5<2µFRPELSDFNV¶WKDWLQFOXGHGSDSHUVDQGILOWHUV
ZLWKLQWKHSDFN8QFODVVLILHG)0SURGXFWVZHUHQRWSUHVHQWLQDOOPRQWKVRIWKHGDWDVHULHV
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
dŝŵĞ
6WDQGDUGLVHGSDFNDJLQJFDPHLQWRIRUFHRQWK0D\LQFRQFHUWZLWKWKH(87REDFFR
3URGXFWV'LUHFWLYH)URPWKLVGDWHQHZSDFNDJLQJZDVUHTXLUHGWREHSULQWHGLQ
VWDQGDUGLVHGGHVLJQVEXWD\HDUORQJVHOOWKURXJKSHULRGZDVDOORZHGZKHUHROGEUDQGHG
VWRFNFRXOGFRQWLQXHWREHVROGWKXVRQO\IURPWK0D\ZHUHDOO)0DQG5<2
SURGXFWVUHTXLUHGWREHVROGLQVWDQGDUGLVHGSDFNDJHV7KH0(7IRU)0SURGXFWVZDV
LQWURGXFHGRQWKHVDPHGD\WK0D\2XUGDWDVHWDPRQWKSHULRG0D\WR
$SULOSURYLGHGRQH\HDURISUHVHOOWKURXJKGDWDRQH\HDURIVHOOWKURXJKGDWDDQGRQH
\HDURISRVWIXOOLPSOHPHQWDWLRQGDWD
^ĞĂƐŽŶ
7REDFFRVDOHVDUHNQRZQWRYDU\E\VHDVRQ([SORUDWRU\DQDO\VLVRIWKLVGDWDVHWUHYHDOHG
ORZVDOHVLQ-DQXDU\LQDOOWKUHH\HDUV
sŽůƵŵĞ
:HPHDVXUHGYROXPHLQWHUPVRIWKHQXPEHURIVWLFNVRI)0DQGVWLFNHTXLYDOHQWVRI5<2
VROG5<2VWLFNHTXLYDOHQWVZHUHVHWWRDZHLJKWRIJWREDFFRSHUVWLFNEDVHGRQWKHODWHVW
HYLGHQFHRQ5<2FLJDUHWWHVL]HLQWKH8.7RWDNHLQWRDFFRXQWGLIIHULQJQXPEHUVRIGD\V
SHUPRQWKDQGVRYDU\LQJRSSRUWXQLWLHVWRVHOOWREDFFRZHFDOFXODWHGWKHQXPEHURIVWLFNV
VROGSHUGD\DQGWKHQDGMXVWHGWRDPRQWKO\YROXPHWKHRULJLQDOVFDOHE\PXOWLSO\LQJE\WKH
DYHUDJHGD\VSHUPRQWK

dŽďĂĐĐŽŝŶĚƵƐƚƌǇƌĞǀĞŶƵĞ
7REDFFRLQGXVWU\UHYHQXHVUHIHUWRQHWUHYHQXHVDIWHUWREDFFRWD[HVKDYHEHHQSDLGLHQHW
SULFHPXOWLSOLHGE\VDOHVDQGKHQFHFRYHUWKHPDQXIDFWXULQJSDFNDJLQJUHWDLOLQJDQG
GLVWULEXWLRQFRVWVZLWKWKHUHPDLQGHUDFFUXLQJDVLQGXVWU\SURILW5HYHQXHZDVFDOFXODWHGLQ
WKUHHVWDJHV)LUVWWRDOORZIRUWKHYDULDWLRQLQSDFNVL]HRYHUWLPHZHFDOFXODWHGSULFHSHU
 ?

VWLFN)0RUVWLFNHTXLYDOHQWV5<2DVRXUPHDVXUHRISULFH7RFDOFXODWHVWLFNHTXLYDOHQW
SULFHVIRU5<2ZHDJDLQXVHGDZHLJKWRIJSHUVWLFN5HDOSULFHVZHUHFDOFXODWHGYLD
DGMXVWLQJQRPLQDOSULFHVIRULQIODWLRQWR0D\SULFHVXVLQJWKHRIILFLDO8.PHDVXUHRI
LQIODWLRQ6HFRQGZHFDOFXODWHGQHWUHYHQXHSHUVWLFNDVWKHSULFHSHUVWLFNPLQXVWKHWD[HV
GXHRQHDFKVWLFN7KHWD[HVZHUHWKHWREDFFRWD[HVVSHFLILFDGYDORUHPDQGPLQLPXP
H[FLVHWD[DQG9$77KLUGIRUHDFK6.8ZHPXOWLSOLHGWKHQHWSULFHSHUVWLFNE\WKH
YROXPHRIVWLFNVVROG
^ƚĂƚŝƐƚŝĐĂůĂŶĂůǇƐŝƐ
7RWDNHDFFRXQWRIWREDFFRLQGXVWU\PDUNHWVHJPHQWVDQGQRQOLQHDUHIIHFWVRISUHGLFWRU
YDULDEOHVLQFOXGLQJWLPHDQGWRFUHDWHFRQILGHQFHLQWHUYDOVLQRUGHUWRXQGHUVWDQGZKHWKHU
SDWWHUQVLQWKHGDWDDUHQRLVHRUHYLGHQFHRIDVLJQLILFDQWFKDQJHLQRXWFRPHYDULDEOHVZH
HVWLPDWHGDGGLWLYHPL[HGPRGHOV$00DVSHFLDOFDVHRI*HQHUDOLVHG$GGLWLYH0L[HG
0RGHOV*$00:HXVHG5YHUVLRQZLWKWKH0L[HG*$0&RPSXWDWLRQ9HKLFOHZLWK
$XWRPDWLF6PRRWKQHVVPJFYSDFNDJH3DUDPHWHUHVWLPDWLRQXVHGSHQDOLVHGOHDVWVTXDUHV
:HFUHDWHGWZRPRGHOV7KHGHSHQGHQWYDULDEOHIRUWKHILUVWPRGHOZDVYROXPHDQGIRUWKH
VHFRQGWREDFFRLQGXVWU\UHYHQXH
3RLQWRIVDOHGDWDDUHGLIILFXOWWRPRGHOGXHWRDODUJHQXPEHURI]HURVDOHVDVSURGXFWVFRPH
RQDQGRIIWKHPDUNHW:HRYHUFDPHWKLVLVVXHE\DJJUHJDWLQJWKH8.VDOHVE\PDUNHW
VHJPHQWDQGW\SH7KDWLVVXPPLQJRYHU6.8IRUHDFKVHJPHQWW\SHFRPELQDWLRQ7KXVLQ
RXUGDWDVHWIRUPRGHOOLQJYROXPHUDWKHUWKDQHDFKFDVHUHSUHVHQWLQJDSURGXFW6.8LQD
SDUWLFXODUPRQWKDQGJHRJUDSKLFDODUHDHDFKFDVHUHSUHVHQWHGDPDUNHWVHJPHQWLQD
PRQWK,QRXUPRGHORIWREDFFRLQGXVWU\UHYHQXHZHZHUHLQWHUHVWHGLQWKHRYHUDOOLPSDFW
UDWKHUWKDQE\PDUNHWVHJPHQWVRLQWKHGDWDVHWIRUPRGHOOLQJHDFKFDVHUHSUHVHQWHGD
PRQWK$VZLWKYROXPHVUHYHQXHVRIWKHRULJLQDOFDVHVZHUHVXPPHGWRFUHDWHWKHUHYHQXH
IRUHDFKPRQWKLQWKHGDWDVHWXVHGIRUPRGHOOLQJ
 ?

2XUGDWDVHWIRUDQDO\VLVRIYROXPHFRQVLVWHGRIREVHUYDWLRQVZLWKHDFKREVHUYDWLRQ
UHSUHVHQWLQJDPDUNHWVHJPHQWLQDSDUWLFXODUPRQWK7KHVDOHVYROXPHIRUHDFKFDVHZDVWKH
VXPPHGVDOHVRIDOO6.8VROGLQDOOJHRJUDSKLHVIRUWKDWPDUNHWVHJPHQWDQGLQWKDWPRQWK
7KHLQGHSHQGHQWYDULDEOHVZHUHPDUNHWVHJPHQWPDQGWZRYDULDEOHVUHODWHGWRWKH
REVHUYDWLRQPRQWKGHWDLOHGEHORZWLPHWDQGVHDVRQV7KHGHSHQGHQWYDULDEOHZDVYROXPHݒ݋݈௧௠YROXPHRIPDUNHWVHJPHQW݉LQPRQWKݐ
:HPRGHOOHG ܧሺݒ݋݈௧௠ሻ ൌ ߙ ൅ ݉ܽݎ݇݁ݐݏ݁݃݉݁݊ݐ௠ ൅ ௠݂ሺݐሻ ൅ ݂ሺݏሻ ൅ ݁௧௠
DVVXPLQJDQRUPDOGLVWULEXWLRQIRUHUURUV݁௧௠
([SORUDWRU\DQDO\VLVVKRZHGWKDWWKHWUHQGVRIYROXPHLQWLPHZHUHQRQOLQHDU+HQFHZH
XVHGDQ$00DVWKLVLVDIOH[LEOHPRGHODOORZLQJWKHGDWDWRHVWLPDWHWKHIRUPRIWKHWLPH
WUHQG
([SORUDWRU\DVVHVVPHQWRIWKHDXWRFRUUHODWLRQIXQFWLRQ$&)DQGSDUWLDO$&)VKRZHGVRPH
WHPSRUDOFRUUHODWLRQZLWKYROXPHWKHYROXPHVROGLQRQHPRQWKZDVVLPLODUWRWKHYROXPH
VROGLQWKHSUHYLRXVPRQWK+HQFHZHDVVXPHGDQDXWRUHJUHVVLYHSURFHVVRIRUGHU$5
IRUWKHUHVLGXDOVRIWKHPRGHO,JQRULQJWKHWHPSRUDOFRUUHODWLRQPD\OHDGWRDQHJDWLYHELDV
LQWKHYDULDQFHHVWLPDWHVDQGFRQVHTXHQWO\WRRQDUURZFRQILGHQFHLQWHUYDOV
0RGHOVHOHFWLRQXVLQJWKH$NDLNHLQIRUPDWLRQFULWHULRQVKRZHGWKDWWKHEHVWPRGHO
SUHVHQWHGLQWDEOH6LQWKHVXSSOHPHQWDU\ILOHLQFOXGHGVPRRWKIXQFWLRQVRIWLPHYDU\LQJ
E\PDUNHWVHJPHQWLQRWKHUZRUGVDQLQWHUDFWLRQEHWZHHQWLPHDQGVHJPHQW7KHIXQFWLRQ
௠݂ሺݐሻZDVUHSUHVHQWHGZLWKWKLQSODWHUHJUHVVLRQVSOLQHEDVLV
7KHIXQFWLRQ ௠݂ሺݐሻUHSUHVHQWVDQ\HIIHFWRIWLPHRQYROXPH7LPHKDVPRQWKVZKHUH
PRQWKLV0D\DQG0RQWKLV$SULO7LPHLVWKHUHIRUHDSUR[\IRUWKHGLIIHUHQW
 ?

WD[HYHQWVWKHLQWURGXFWLRQRIVWDQGDUGLVHGSDFNDJLQJSULFLQJVWUDWHJLHVRIWKHWREDFFR
LQGXVWU\DQGDQ\RWKHUHYHQWVZKLFKPLJKWKDYHLPSDFWHGYROXPHVHJSXEOLFKHDOWK
FDPSDLJQVRQVPRNLQJ7D[HYHQWVDQGLPSOHPHQWDWLRQRIVWDQGDUGLVHGSDFNDJLQJKDSSHQHG
LQWKHVDPHWLPHSHULRGVRLWLVQRWSRVVLEOHWRGLVWLQJXLVKEHWZHHQWKHVHHIIHFWV
7KHIXQFWLRQ݂ሺݏሻUHSUHVHQWVDVHDVRQDOHIIHFWIRUWLPHRIWKH\HDU6HDVRQUHSUHVHQWVD
FDWHJRUL]DWLRQRIWKHPRQWKRIWKH\HDUZKHUHPRQWKLV0D\WKHILUVWPRQWKRIWKHGDWD
VHULHVDQGPRQWKLV$SULOWKHODVWPRQWKRIWKHGDWDVHULHV7KHHIIHFWLVUHSUHVHQWHGE\D
F\FOLFFXELFUHJUHVVLRQVSOLQHLHDSHQDOL]HGFXELFUHJUHVVLRQVSOLQHVZKRVHHQGVPDWFKXS
WRVHFRQGGHULYDWLYH
:HFRQGXFWHGWKUHHVHQVLWLYLW\WHVWVRQWKHHIIHFWVILUVWLQFOXGLQJJHRJUDSK\DVDGHSHQGHQW
YDULDEOHVHFRQGLQFOXGLQJSRSXODWLRQVL]HLQWKHPRGHODQGWKLUGXVLQJ1LHOVHQ¶V8.ZLGH
HVWLPDWHVUDWKHUWKDQVHSDUDWHHVWLPDWHVIRUUHJLRQVGHYROYHGQDWLRQVVHHVXSSOHPHQWDU\ILOH
IRUPRUHGHWDLOV0RGHOFRQFOXVLRQVGLGQRWFKDQJHVXEVWDQWLDOO\

dƌĞŶĚĞƐƚŝŵĂƚŝŽŶƵƐŝŶŐŵŽĚĞůƌĞƐƵůƚƐ
YƵĂŶƚŝƚǇŽĨƐƚŝĐŬƐƐŽůĚ
(VWLPDWHGPHDQPRQWKO\VDOHVYROXPHVZLWKFRQILGHQFHLQWHUYDOVRYHUDOOE\WREDFFR
W\SHDQGE\PDUNHWVHJPHQWDFURVVWKHGDWDVHULHVDUHSUHVHQWHGLQSORWV&RQILGHQFH
LQWHUYDOVZHUHFDOFXODWHGXVLQJWKHPRGHOPDWUL[DOVRFDOOHGSUHGLFWLRQPDWUL[HVWLPDWHG
PRGHOFRHIILFLHQWVDQGYDULDQFHFRYDULDQFHPDWUL[XVLQJVWDQGDUGOLQHDUPRGHOWKHRU\VHFWLRQ

WƌĞĂŶĚƉŽƐƚůĞŐŝƐůĂƚŝŽŶŐƌŽǁƚŚŽƌĚĞĐůŝŶĞ
7RSURYLGHIXUWKHUFODULW\ZHH[SORUHGZKHWKHUPRQWKWRPRQWKIOXFWXDWLRQVLQVDOHVYROXPHV
LOOXVWUDWHGLQILJXUHZHUHRQDYHUDJHVKRZLQJULVHVRUGHFOLQHVLQVDOHVSUHDQGSRVW
OHJLVODWLRQRYHUDOODQGE\WREDFFRW\SH:HFRPSDUHGPHDQPRQWKO\FKDQJHLQVDOHV
 ?

YROXPHVPRQWKO\FKDQJHZDVFDOFXODWHGE\VXEWUDFWLQJPRGHOOHGSUHYLRXVPRQWKPRQWKO\
VDOHVLQVWLFNVIURPPRGHOOHGVDOHVRYHUWZRWLPHSHULRGV
7KHILUVWWLPHSHULRGZDVWHQPRQWKVEHIRUHWKHVHOOWKURXJKSHULRGDQGWKHVHFRQGWLPH
SHULRGZDVWKHVDPHWHQFDOHQGDUPRQWKVDIWHUWKHLQWURGXFWLRQRIVWDQGDUGLVHGSDFNDJLQJDQG
0(77KHVDPHPRQWKV-XQHWR0DUFKZHUHXVHGWRUHGXFHWKHLPSDFWRIVHDVRQDO
YDULDWLRQV7KHVHWHQPRQWKVGLGQRWLQFOXGHWKHPRQWKLPPHGLDWHO\EHIRUHWKH
LPSOHPHQWDWLRQRUWKHPRQWKRILPSOHPHQWDWLRQEHFDXVHFKDQJHVPLJKWDOUHDG\KDYHEHHQ
XQGHUZD\
7KHFRQILGHQFHLQWHUYDOVZHUHDOVRHVWLPDWHGXVLQJWKHPRGHOPDWUL[WKHHVWLPDWHG
PRGHOFRHIILFLHQWVDQGYDULDQFHFRYDULDQFHPDWUL[VHFWLRQ7KHHVWLPDWHGPRGHO
FRHIILFLHQWVYHFWRUZDVPXOWLSOLHGZLWKDOLQHDUFRPELQDWLRQRIWKHPRGHOPDWUL[IRUWKHSRLQW
HVWLPDWHVDQGWKHLUVWDQGDUGHUURUVZHUHREWDLQHGE\SUHDQGSRVWPXOWLSO\LQJWKHFRYDULDQFH
PDWUL[ZLWKWKLVOLQHDUFRPELQDWLRQRIWKHPRGHOPDWUL[
:HDOVRFDOFXODWHGWKHGLIIHUHQFHEHWZHHQPHDQVWLFNVDOHVZLWKLQWKHWZRSHULRGV,I
FRQILGHQFHLQWHUYDOVGLGQRWFURVV]HURWKHQDVLJQLILFDQWFKDQJHKDGRFFXUUHG
dŽďĂĐĐŽŝŶĚƵƐƚƌǇƌĞǀĞŶƵĞŵŽĚĞů
2XUGDWDVHWIRUUHYHQXHFRQVLVWHGRIREVHUYDWLRQVZLWKHDFKREVHUYDWLRQUHSUHVHQWLQJD
PRQWK:HPRGHOOHGPRQWKO\UHYHQXHݎ݁ݒ௧IRUHDFKPRQWKWLPHݐݎ݁ݒ௧ ൌ ߙ ൅ ݂ሺݐሻ ൅ ߳ݐ
ZKHUHWKHIXQFWLRQ݂ሺݐሻLVDQRQOLQHDUHIIHFWIRUPRQWKVHHVXSSOHPHQWDU\WDEOH7KLV
PRGHOWDEOH6LQWKHVXSSOHPHQWDU\ILOHDVVXPHVQRUPDOHUURUV
dƌĞŶĚĞƐƚŝŵĂƚŝŽŶƵƐŝŶŐŵŽĚĞůƌĞƐƵůƚƐ
7UHQGVDQGFRQILGHQFHLQWHUYDOVRIRYHUDOOUHYHQXHRYHUWLPHZHUHHVWLPDWHGXVLQJVLPLODU
SURFHGXUHVWRWKRVHXVHGIRUWKHYROXPHPRGHO2XUHVWLPDWHVZHUHYHULILHGDJDLQVWUHYHQXH
 ?

HVWLPDWHVIURPRWKHUVRXUFHVDQGIRXQGWREHFRQVLVWHQW:HIRXQGOLWWOHFKDQJHLQ
UHYHQXHIRUWKHSUHLPSOHPHQWDWLRQSHULRG0D\WR0D\VHHWDEOH6LQWKH
VXSSOHPHQWDU\ILOHVRZHHVWLPDWHGPHDQPRQWKO\UHYHQXHDQGFRQILGHQFHLQWHUYDOIRUWKLV
SHULRGDVDVXPPDU\VWDWLVWLF
WĂƚŝĞŶƚĂŶĚƉƵďůŝĐŝŶǀŽůǀĞŵĞŶƚ
:HOHGDVHVVLRQRQVWDQGDUGLVHGSDFNDJLQJSROLF\ZLWKWKH8.&HQWUHIRU7REDFFRDQG
$OFRKRO6WXGLHV8QLYHUVLW\RI1RWWLQJKDPSDQHORIVPRNHUVDQGIRUPHUVPRNHUVQRZWKH
7REDFFR	1LFRWLQH'LVFXVVLRQ*URXSLQ2FWREHU7KHJURXSZHUHDVNHGWRGLVFXVV
WKHLUWKRXJKWVRQDQGH[SHULHQFHVRIVWDQGDUGLVHGSDFNDJLQJDQGZKHWKHUWKH\KDGQRWLFHG
DQ\FKDQJHVWRWREDFFRSURGXFWVDQGSDFNVERWKLQWKHVHOORIISHULRGDQGWKHUHDIWHU7KHVH
GLVFXVVLRQVKHOSHGLQIRUPRXUUHVHDUFKTXHVWLRQVEXWZHUHQRWIRUPDOO\SDUWRIRXUGDWD
DQDO\VLV
ƚŚŝĐĂůĂƉƉƌŽǀĂů
(WKLFDODSSURYDOZDVJUDQWHGE\WKHKHDGRIGHSDUWPHQWRIWKH8QLYHUVLW\RI%DWK'HSDUWPHQW
IRU+HDOWKLQOLQHZLWK8QLYHUVLW\RI%DWKJXLGHOLQHVIRUVWXGLHVZKLFKGRQRWLQFOXGHKXPDQ
SDUWLFLSDQWV

ZĞƐƵůƚƐ
6DOHVYROXPHVRYHUDOOGHFOLQHGRYHUWKHVWXG\SHULRGILJXUHDIURPEOQELOOLRQVWLFNV
&,EOQWREOQLQ0D\WREOQEOQWREOQLQ$SULO)0
VDOHVIHOOIURPEOQEOQWREOQWREOQ&,EOQWREOQZKHUHDV5<2
VDOHVJUHZIURPEOQEOQWREOQWREOQEOQWREOQ

>)LJXUHDERXWKHUH@
 ?


7RXQGHUVWDQGDQ\LPSDFWRIWKHOHJLVODWLRQZHFRPSDUHWKHPRQWKO\FKDQJHLQVWLFNVDOHV
SUHDQGSRVWLPSOHPHQWDWLRQWDEOH2YHUDOODYHUDJHPRQWKO\VWLFNVDOHVZHUHORZHUWKDQ
WKHSUHYLRXVPRQWKLQERWKSHULRGV7KHUDWHRIGHFOLQHDOPRVWGRXEOHGSRVWOHJLVODWLRQ2Q
DYHUDJHWKHPRQWKO\GHFOLQHZDVDQH[WUD0PLOOLRQ&,0WR0VWLFNVSRVW
OHJLVODWLRQFRPSDUHGWRSUHOHJLVODWLRQ)0VWLFNVZHUHDOVRGHFOLQLQJVLJQLILFDQWO\IDVWHUSRVW
OHJLVODWLRQH[WUDPRQWKO\GHFOLQH0VWLFNV0WR05<2VDOHVZHUHULVLQJLQ
ERWKSHULRGVDQGWKHUHZDVQRWVLJQLILFDQWFKDQJHLQWKHUDWHRIJURZWK
7DEOH&KDQJHLQVWLFNVDOHVPLOOLRQVSUHDQGSRVWVWDQGDUGL]HGSDFNVDQG0(7
LPSOHPHQWDWLRQ
 $YHUDJHPRQWKO\FKDQJHLQVWLFNVVDOHVPLOOLRQVDQG&,

 3HULRG3UH
LPSOHPHQWDWLRQ
-XQHWR0DUFK

3HULRG3RVWIXOO
LPSOHPHQWDWLRQ
-XQHWR0DUFK

'LIIHUHQFHEHWZHHQ
3UHDQG3RVW

      
2YHUDOO  WR  WR  WR
      
)0  WR  WR  WR
5<2  WR  WR  WR

0RQWKO\VDOHVYROXPHVRI)0SUHPLXPPLGSULFHDQGYDOXHSURGXFWVIHOOVLJQLILFDQWO\
WKURXJKWKHVWXG\SHULRG)LJXUHE)0SUHPLXPPRQWKO\VDOHVGHFOLQHGIURP0
PLOOLRQ0WR0VWLFNVLQ0D\WR00WR0LQ$SULO)0
PLGSULFHVDOHVIHOOIURP00WR0WR00WR0DQG)0YDOXH
VDOHVIHOOIURP00WR0WR00WR0
)0VXEYDOXHVDOHVKRZHYHULQFUHDVHGVLJQLILFDQWO\IURP00WR0WR0
0WR0LQ-XO\MXVWDIWHUIXOOLPSOHPHQWDWLRQRIOHJLVODWLRQDQGGLGQRW
LQFUHDVHVLJQLILFDQWO\DIWHUZDUGV6DOHVZHUH00WR0LQ$SULO
 ?

7KHUHZDVQRVLJQLILFDQWFKDQJHLQVDOHVRI5<2SUHPLXPDQGPLGSULFHSURGXFWVGXULQJWKH
VWXG\SHULRGILJXUHF5<2YDOXHVDOHVJUHZVLJQLILFDQWO\IURP00WR0WR
00WR0

dŽďĂĐĐŽŝŶĚƵƐƚƌǇƌĞǀĞŶƵĞ
7REDFFRLQGXVWU\PRQWKO\UHYHQXHZDVVWDEOHXQWLOWKHEHJLQQLQJRIWKHVHOOWKURXJKSHULRG
ILJXUHDQGWDEOH6LQWKHVXSSOHPHQWDU\ILOH7KHQFHIRUWKUHYHQXHGHFOLQHGVWHDGLO\
WKURXJKRXWWKHVHOOWKURXJKSHULRGDQGSRVWIXOOLPSOHPHQWDWLRQRIVWDQGDUGLVHGSDFNDJLQJ
3UHOHJLVODWLRQWREDFFRLQGXVWU\PHDQPRQWKO\QHWUHYHQXHZDVHVWLPDWHGWREH0
&,0WR0DQGGLGQRWYDU\VLJQLILFDQWO\'XULQJWKHVHOOWKURXJKSHULRG
UHYHQXHGHFOLQHGIURP00WR0LQ0D\WR0&,0WR
0LQ0D\%\$SULOWKHILQDOPRQWKRIWKHGDWDVHULHVUHYHQXHKDG
GHFOLQHGWR00WR07KXVPRQWKO\QHWUHYHQXHZDVHVWLPDWHGWRKDYH
GHFOLQHGE\RU0RYHUWKHVWXG\SHULRG

>)LJXUHDERXWKHUH@

ŝƐĐƵƐƐŝŽŶ
6WDQGDUGLVHGSDFNDJLQJZDVIXOO\LQWURGXFHGFRQFXUUHQWO\ZLWKD0(7LQ0D\$IWHU
LPSOHPHQWDWLRQRYHUDOOWREDFFRVDOHVGHFOLQHGIDVWHUDVGLGVDOHVRI)0SURGXFWV7KHUHZDV
QRVLJQLILFDQWFKDQJHLQWKHJURZWKRI5<2SURGXFWV
7KHFKHDSHVW)0FLJDUHWWHV)0VXEYDOXHEUDQGVVWRSSHGJURZLQJSRVW0(7VWDQGDUGLVHG
SDFNDJLQJ2XUSUHYLRXVSULFLQJDQDO\VLVVXJJHVWVWKDW)0VXEYDOXHSULFHVURVHDURXQGWKH
LQWURGXFWLRQRIWKH0(7VXFKWKDWWKH\ZHUHWKHQVLPLODUWR)0YDOXHSURGXFWSULFHV
$OWKRXJKVDOHVRIWKHFKHDSHVW5<2SURGXFWVURVHWKHRYHUDOOGHFOLQHLQVDOHVLPSOLHVWKDW
 ?

GRZQWUDGLQJWRWKHFKHDSHVW5<2GLGQRWHQWLUHO\VXEVWLWXWHIRUWKHGLVDSSHDUDQFHRIFKHDS
)0EUDQGV7KXVRSWLRQVIRUSULFHFRQVFLRXVVPRNHUVWRFRQWLQXHWRVPRNHYLDSXUFKDVLQJ
FKHDSSURGXFWVKDYHEHHQOLPLWHGZKLFKKDVLPSOLFDWLRQVIRULPSURYLQJSXEOLFKHDOWKDQG
UHGXFLQJKHDOWKLQHTXDOLWLHV7KHUHLVQRHYLGHQFHWKDWVXFKVPRNHUVKDYHWXUQHGWR
LOOLFLWWREDFFRDV+05&HVWLPDWHVIRULOOLFLWWREDFFRKDYHFKDQJHGOLWWOHRYHUWKLVSHULRG
7KHWREDFFRLQGXVWU\FODLPHGWKDWVDOHVLQ$XVWUDOLDWKHILUVWFRXQWU\WRLQWURGXFH
VWDQGDUGLVHGSDFNDJLQJPD\KDYHULVHQLQWKHVKRUWWHUP2XUUHVHDUFKFRQFXUVZLWK
$XVWUDOLDQSHHUUHYLHZHGUHVHDUFKVXJJHVWLQJWKDWSRVWVWDQGDUGLVHGSDFNDJLQJDQGDWD[ULVH
FRQVXPSWLRQRYHUDOOIHOO

$QHYDOXDWLRQRIWKHLQWURGXFWLRQRID0(7RQ6SDQLVKFLJDUHWWHVIRXQGQRGHFOLQHLQPDOH
SUHYDOHQFHDQGDVPDOOORQJWHUPEXWQRVKRUWWHUPGHFOLQHLQIHPDOHSUHYDOHQFH7KHODFN
RIHIIHFWZDVWKRXJKWWREHGXHWRVZLWFKLQJWRFKHDSHU5<2WREDFFRRQZKLFKQR0(7KDG
EHHQDSSOLHG,QWKH8.WKHVLPXOWDQHRXVLQWURGXFWLRQRIVWDQGDUGLVHGSDFNDJLQJZLWKWKH
0(7ZKLFKPDQGDWHVD5<2PLQLPXPSDFNVL]HRIJDFRQVLGHUDEOHLQFUHDVHRQWKH
SUHYLRXVO\PRVWSRSXODUJSDFNPD\KDYHPDGHVZLWFKLQJIURP)0WR5<2OHVV
DWWUDFWLYHLQWKH8.)XUWKHUPRUHWKHUHZHUHFRQFXUUHQWWD[FKDQJHVGXULQJWKLVSHULRGWKDW
PDUNHGO\LQFUHDVHGWD[HVRQ5<2SURGXFWV+RZHYHUWKHVHFKDQJHVKDYHQRW\HWEHHQ
VXIILFLHQWWROHDGWRVDOHVGHFOLQHRI5<2DQGKHQFHWKHUHUHPDLQVFRQVLGHUDEOHVFRSHWR
LQFUHDVH5<2WD[HVIXUWKHU
7KHLQWURGXFWLRQRIVWDQGDUGLVHGSDFNDJLQJLQ0D\FRLQFLGHGZLWKDGHFOLQHLQWREDFFR
LQGXVWU\UHYHQXHV7KLVZRXOGLPSO\WKDWVWDQGDUGLVHGSDFNDJLQJKDVUHGXFHGUHYHQXHIURP
WKHVDOHRIDQDGGLFWLYHGHDGO\VXEVWDQFHDQGVLJQDOVZK\WKHLQGXVWU\KDVEHHQVRRSSRVHG
WRSODLQSDFNDJLQJ
 ?


^ƚƌĞŶŐƚŚƐĂŶĚůŝŵŝƚĂƚŝŽŶƐ
7KHVWUHQJWKVRIWKLVSDSHUDUHWKDWZHZHUHDEOHWRHYDOXDWHDSROLF\VWDQGDUGLVHGSDFNDJLQJ
ZKLFKZDVEURXJKWLQJUDGXDOO\EHFDXVHRXU*$0PRGHOOLQJPHDQWZHZHUHQRWUHVWULFWHGWR
DVLPSOHEHIRUHDQGDIWHUFRPSDULVRQRIYROXPHWUHQGV:HZHUHVLPXOWDQHRXVO\DEOHWR
PRQLWRULPSDFWVRIWD[FKDQJHVLQFOXGLQJWKHLQWURGXFWLRQRID0(7RQYROXPHV
*LYHQWKHODWHDSSHDUDQFHRIVWDQGDUGLVHGSDFNVLQWKHLPSOHPHQWDWLRQSHULRGLWLVQRW
SRVVLEOHWRGLVWLQJXLVKVWDWLVWLFDOO\EHWZHHQHIIHFWVRIVWDQGDUGLVHGSDFNDJLQJPLQLPXPSDFN
VL]HDQGWKHIRXUWD[DWLRQFKDQJHVLQDQG7KXVRXUDQDO\VLVJHQHUDOO\IRFXVVHG
RQGLIIHUHQFHVDWWKHEHJLQQLQJDQGHQGRIWKHDQDO\VLVSHULRGUDWKHUWKDQEHIRUHDQGDIWHU
HDFKSROLF\FKDQJH
1LHOVHQXVHHOHFWURQLFSRLQWRIVDOH(326GDWDWRSURYLGHHVWLPDWHVRIWKH8.WREDFFR
PDUNHW7KHDGYDQWDJHRI1LHOVHQGDWDLVWKDWLWLVEDVHGRQDFHQVXVRIVDOHVDWVWRUHVRZQHG
E\WKHELJIRXU8.VXSHUPDUNHWV1LHOVHQHVWLPDWHWKDWWRWREDFFRVDOHVDUHIURP
FRQYHQLHQFHVWRUHVZKHUHDVPDOOHUSURSRUWLRQDUHVROGLQODUJHVXSHUPDUNHWV+RZHYHU
1LHOVHQHVWLPDWHVRIWKH8.HQWLUHJURFHU\PDUNHWOLHZLWKLQHVWLPDWHVIURPRWKHUVRXUFHV
VXJJHVWLQJWKH\DUHUHDVRQDEOH,WVKRXOGKRZHYHUEHQRWHGWKDWRXUGDWDVHWGLGQRWFRYHUDOO
WREDFFRUHODWHGVDOHV)RUH[DPSOHLWGLGQRWLQFOXGHVDOHVRI5<2UROOLQJSDSHUVDQGILOWHUV
XQOHVVVROGZLWKLQWREDFFRSRXFKHVSLSHWREDFFRFLJDUVDQGFLJDULOORVDQGVDOHVIURP
VSHFLDOLVWWREDFFRQLVWV7REDFFRQLVWVUHYHQXHLVRQO\PLOOLRQSHU\HDUXQGHURIWRWDO
)0SOXV5<2VDOHVDQGKDVGHFOLQHGE\WRSLSHWREDFFRLVQRZDERXW
RIWRWDOWREDFFRVDOHVDQGVDOHVRIFLJDUVDQGFLJDULOORVEDUHO\FRYHUHGE\VWDQGDUGLVHG
SDFNDJLQJOHJLVODWLRQDQGUHSUHVHQWLQJRIWRWDOWREDFFRVDOHVZHUHWKRXJKWQRWWREH
JURZLQJLQUHVSRQVHWRVWDQGDUGLVHGSDFNDJLQJGXULQJWKHVWXG\SHULRG
 ?

1LHOVHQKDYHQRWSURYLGHGGHWDLOVRIKRZWKH\VFDOHXSWKHVDPSOHGDWDWRWKHSRSXODWLRQ
OHYHODQGKHQFHIRUH[DPSOHZKHWKHURUQRWWKH\XVHPRGHOOLQJ7KH\GRKRZHYHUVXJJHVW
H[FOXGLQJORZGLVWULEXWHGSURGXFWVIRUVDPSOLQJUHDVRQV7KLVKDVPHDQWRXUDQDO\VLVFRYHUV
RQO\DERXWRIWKH8.FLJDUHWWHPDUNHWDQGKHQFHWKDWRXUHVWLPDWHVRIYROXPHDQG
UHYHQXHDUHOLNHO\WREHFRQVHUYDWLYH1HYHUWKHOHVVWKH\VKRXOGRIIHUUHDVRQDEOHLQVLJKWV
LQWRWKHFKDQJLQJQDWXUHRIVDOHVWUHQGVVLQFHRXUPDUNHWFRYHUDJHGRHVQRWPDWHULDOO\FKDQJH
GXULQJWKHSHULRGRIDQDO\VLV
7REDFFRVDOHVYROXPHVPD\DOVRKDYHEHHQDIIHFWHGE\RWKHUFKDQJHVLQWKLVSHULRG)RU
H[DPSOH(XURPRQLWRUGDWDVXJJHVWVWKDWWKHYDOXHRIVDOHVRIYDSLQJSURGXFWVHJH
FLJDUHWWHVJUHZDOWKRXJKRIILFLDOVRXUFHVVXJJHVWWKDWSUHYDOHQFHRIYDSLQJLQ*UHDW%ULWDLQ
ZDVVWDEOHDQGXQGHU8.SRSXODWLRQJURZWKGXULQJWKHVWXG\SHULRGPLOOLRQ
SHRSOHPD\KDYHKDGDQLPSDFWRQWREDFFRVDOHVVRVPDOOUHGXFWLRQVLQVDOHV
YROXPHVWUDQVODWHWRVOLJKWO\ODUJHUUHGXFWLRQVLQWHUPVRISHUFDSLWDFRQVXPSWLRQ
)XUWKHUPRUHVRPHGLVDGYDQWDJHGVPRNHUVVPRNHUVDUHPRUHGLVDGYDQWDJHGWKDQWKHJHQHUDO
SRSXODWLRQZHUHKDYLQJLQFRPHVVTXHH]HGE\EHQHILWIUHH]HVEHQHILWSD\PHQWGHOD\VZLWK
WKHLQWURGXFWLRQRIXQLYHUVDOFUHGLWDQHZLQFRPHEHQHILWDQGJURZWKLQKRXVLQJSULYDWH
UHQWDOFRVWV
6DOHVGDWDSURYLGHVLQIRUPDWLRQRQSURGXFWVUDWKHUWKDQVPRNHUVZKRSXUFKDVHWKHSURGXFW
7KXVZHDUHXQDEOHWRDVVHVVWKHH[WHQWWRZKLFKUHGXFHGYROXPHVZHUHWKHUHVXOWRIVPRNHUV
TXLWWLQJDVRSSRVHGWRUHGXFLQJFRQVXPSWLRQ0RUHRYHUDOWKRXJKZHKDYHGHVFULEHGWUHQGV
DQGFKDQJHVLQWUHQGVZHFDQQRWSURYHDQ\FKDQJHVZHUHWKHGLUHFWUHVXOWRIWKHWREDFFR
FRQWUROOHJLVODWLRQLQWURGXFHG
 ?

ŽŶĐůƵƐŝŽŶƐ
,QWURGXFLQJVWDQGDUGLVHGSDFNDJLQJDQGD0(7ZDVDVVRFLDWHGZLWKDGHFOLQHLQWREDFFR
VDOHVDQGWREDFFRLQGXVWU\UHYHQXH7KHLQWURGXFWLRQRIWKH0(7FRLQFLGHGZLWKWKHHQGRI
VDOHVJURZWKLQ)0EUDQGVWKDWKDGSUHYLRXVO\EHHQFKHDSHVW:HWKHUHIRUHUHFRPPHQG
RWKHUFRXQWULHVFRQVLGHULPSOHPHQWLQJERWKSROLFLHVIRUWKHLPSURYHPHQWRISXEOLFKHDOWK

 
 ?

&ƵŶĚŝŶŐ
7KLVSDSHUZDVIXQGHGE\&DQFHU5HVHDUFK8.DQGWKH%ULWLVK+HDUW)RXQGDWLRQ*UDQW
QXPEHU&$7KHFDOOIRUSURSRVDOVUHTXHVWHGWKHDQDO\VLVRIVDOHVGDWDDQGWKH
IXQGHUVDFFHSWHGWKHSURSRVHGGHVLJQDIWHUUHIHUHHV¶FRPPHQWV7KHIXQGHUVSOD\HGQRUROH
LQWKHFROOHFWLRQDQDO\VLVDQGLQWHUSUHWDWLRQRIGDWDRUWKHZULWLQJRIWKHSDSHU
ĂƚĂƐŚĂƌŝŶŐ
:HZRXOGOLNHWRWKDQN1LHOVHQDQG3XEOLF+HDOWK(QJODQGIRUSURYLVLRQRIWKHVDOHVGDWD
2XUFRQWUDFWXDODJUHHPHQWGRHVQRWDOORZXVWRVKDUHGDWD
ŽŶƚƌŝďƵƚŽƌĂŶĚŐƵĂƌĂŶƚŽƌŝŶĨŽƌŵĂƚŝŽŶ
$OODXWKRUVFRQWULEXWHGWRWKHUHVHDUFKSURSRVDOKDGLQSXWLQWRWKHDQDO\VLVDQGFRQWULEXWHG
VXEVWDQWLDOO\WRUHGUDIWLQJ5+OHGWKHOLWHUDWXUHUHYLHZILUVWGUDIWRIWKHSDSHUGDWDFXUDWLRQ
DQGVWXG\DGPLQLVWUDWLRQ5+FRQWULEXWHGWRWKHDQDO\VLVGDWDYDOLGDWLRQDQGUHGUDIWLQJ1$
GHVLJQHGWKHDQDO\VLVDQGFRQWULEXWHGWRWKHILUVWGUDIWRIWKHVWXG\-5%FRQWULEXWHGWRWKH
GDWDYDOLGDWLRQ$*ZDVWKH3ULQFLSDO,QYHVWLJDWRUIRUWKHVWXG\DQGOHGWKHVWXG\GHVLJQ
$*DQG5+DUHUHVSRQVLEOHIRUWKHRYHUDOOFRQWHQWDVJXDUDQWRUV7KHFRUUHVSRQGLQJDXWKRU
DWWHVWVWKDWDOOOLVWHGDXWKRUVPHHWDXWKRUVKLSFULWHULDDQGQRRWKHUVPHHWLQJWKHFULWHULDKDYH
EHHQRPLWWHG:HZRXOGOLNHWRDFNQRZOHGJH'U.DUHQ(YDQV5HHYHVDQGWREDFFR
UHVHDUFKHUVIURPWKH8QLYHUVLW\RI1RWWLQJKDPIRUDVVLVWDQFHZLWKWKHSXEOLFLQYROYHPHQW
SDQHO
ŽŵƉĞƚŝŶŐŝŶƚĞƌĞƐƚƐ
$OODXWKRUVGHFODUHQRVXSSRUWIURPDQ\RUJDQLVDWLRQIRUWKHVXEPLWWHGZRUNQRILQDQFLDO
UHODWLRQVKLSVZLWKDQ\RUJDQLVDWLRQVWKDWPLJKWKDYHDQLQWHUHVWLQWKHVXEPLWWHGZRUNLQWKH
SUHYLRXVWKUHH\HDUVDQGQRRWKHUUHODWLRQVKLSVRUDFWLYLWLHVWKDWFRXOGDSSHDUWRKDYH
LQIOXHQFHGWKHVXEPLWWHGZRUN
-5%RZQVVKDUHVLQ,PSHULDO7REDFFRIRUUHVHDUFKSXUSRVHV7KHVKDUHVZHUHDJLIWIURPD
SXEOLFKHDOWKFDPSDLJQHUDQGDUHQRWKHOGIRUILQDQFLDOJDLQRUEHQHILW$OOGLYLGHQGVUHFHLYHG
DUH GRQDWHG WR WREDFFRKHDOWK UHODWHG FKDULWLHV DQG SURFHHGV IURP DQ\ IXWXUH VKDUH VDOH RU
WDNHRYHUZLOOEHVLPLODUO\GRQDWHG

>ŝĐĞŶĐĞĨŽƌWƵďůŝĐĂƚŝŽŶ
7KH&RUUHVSRQGLQJ$XWKRUKDVWKHULJKWWRJUDQWRQEHKDOIRIDOODXWKRUVDQGGRHVJUDQWRQ
EHKDOIRIDOODXWKRUVDZRUOGZLGHOLFHQFHWRWKH3XEOLVKHUVDQGLWVOLFHQVHHVLQSHUSHWXLW\LQ
DOOIRUPVIRUPDWVDQGPHGLDZKHWKHUNQRZQQRZRUFUHDWHGLQWKHIXWXUHWRLSXEOLVK
UHSURGXFHGLVWULEXWHGLVSOD\DQGVWRUHWKH&RQWULEXWLRQLLWUDQVODWHWKH&RQWULEXWLRQLQWR
RWKHUODQJXDJHVFUHDWHDGDSWDWLRQVUHSULQWVLQFOXGHZLWKLQFROOHFWLRQVDQGFUHDWHVXPPDULHV
H[WUDFWVDQGRUDEVWUDFWVRIWKH&RQWULEXWLRQLLLFUHDWHDQ\RWKHUGHULYDWLYHZRUNVEDVHGRQ
WKH&RQWULEXWLRQLYWRH[SORLWDOOVXEVLGLDU\ULJKWVLQWKH&RQWULEXWLRQYWKHLQFOXVLRQRI
HOHFWURQLFOLQNVIURPWKH&RQWULEXWLRQWRWKLUGSDUW\PDWHULDOZKHUHHYHULWPD\EHORFDWHG
DQGYLOLFHQFHDQ\WKLUGSDUW\WRGRDQ\RUDOORIWKHDERYH
 
 ?

)LJXUHFDSWLRQV
)LJXUH0RGHOHVWLPDWHGVDOHVYROXPHVZLWKFRQILGHQFHLQWHUYDOVRYHUWLPHD
RYHUDOODQGE\SURGXFWW\SHEIRU)0SURGXFWVE\PDUNHWVHJPHQWFIRU5<2SURGXFWV
E\PDUNHWVHJPHQW

)LJXUH0RGHOHVWLPDWHGWREDFFRLQGXVWU\QHWUHYHQXHDQGFRQILGHQFHLQWHUYDOVRYHU
WLPH


 
 ?

ZĞĨĞƌĞŶĐĞƐ
3DUWRV75*LOPRUH$%+LWFKPDQ6&HWDO$YDLODELOLW\DQGXVHRIFKHDSWREDFFRLQWKH
8.)LQGLQJVIURPWKH,QWHUQDWLRQDO7REDFFR&RQWURO3URMHFW1LFRWLQH
7RE5HVGRLGRLQWUQW[
+LVFRFN5%UDQVWRQ-50F1HLOO$HWDO7REDFFRLQGXVWU\VWUDWHJLHVXQGHUPLQH
JRYHUQPHQWWD[SROLF\HYLGHQFHIURPFRPPHUFLDOGDWD7RE&RQWURO
GRLWREDFFRFRQWURO
%UDQVWRQ-5*LOPRUH$%7KHFDVHIRU2IVPRNHWKHSRWHQWLDOIRUSULFHFDSUHJXODWLRQRI
WREDFFRWRUDLVHPLOOLRQSHU\HDULQWKH8.7RE&RQWURO
.XLSHUV0$3DUWRV70F1HLOO$HWDO6PRNHUV¶VWUDWHJLHVDFURVVVRFLDOJUDGHVWR
PLQLPLVHWKHFRVWRIVPRNLQJLQDSHULRGZLWKDQQXDOWD[LQFUHDVHVHYLGHQFHIURPD
QDWLRQDOVXUYH\LQ(QJODQG%0-RSHQH
*LOPRUH$%5HHG+7KHWUXWKDERXWFLJDUHWWHSULFHLQFUHDVHVLQ%ULWDLQ7RE&RQWURO
HHHGRLWREDFFRFRQWURO
*LOPRUH$%7DYDNRO\%+LVFRFN5HWDO6PRNLQJSDWWHUQVLQ*UHDW%ULWDLQWKHULVHRI
FKHDSFLJDUHWWHEUDQGVDQGUROO\RXURZQ5<2WREDFFR-3XE+HDOWK

*LOPRUH$%7DYDNRO\%7D\ORU*HWDO8QGHUVWDQGLQJWREDFFRLQGXVWU\SULFLQJVWUDWHJ\
DQGZKHWKHULWXQGHUPLQHVWREDFFRWD[SROLF\WKHH[DPSOHRIWKH8.FLJDUHWWH
PDUNHW$GGLFWLRQGRLDGG>SXEOLVKHG2QOLQH
)LUVW@
6PLWK.(6DYHOO(*LOPRUH$%:KDWLVNQRZQDERXWWREDFFRLQGXVWU\HIIRUWVWR
LQIOXHQFHWREDFFRWD["$V\VWHPDWLFUHYLHZRIHPSLULFDOVWXGLHV7RE&RQWURO
GRLWREDFFRFRQWURO>SXEOLVKHG2QOLQH
)LUVW@
%UDQVWRQ-50F1HLOO$*LOPRUH$%HWDO.HHSLQJVPRNLQJDIIRUGDEOHLQKLJKHUWD[
HQYLURQPHQWVYLDVPRNLQJWKLQQHUUROO\RXURZQFLJDUHWWHV)LQGLQJVIURPWKH
,QWHUQDWLRQDO7REDFFR&RQWURO)RXU&RXQWU\6XUYH\±'UXJ$OFRKRO'HSHQ
GRLKWWSVGRLRUJMGUXJDOFGHS
6KLUDQH56PLWK.5RVV+HWDO7REDFFRLQGXVWU\PDQLSXODWLRQRIWREDFFRH[FLVHDQG
WREDFFRDGYHUWLVLQJSROLFLHVLQWKH&]HFK5HSXEOLFDQDQDO\VLVRIWREDFFRLQGXVWU\
GRFXPHQWV3/R60HGHGRLMRXUQDOSPHG
>SXEOLVKHG2QOLQH)LUVW@
$MPDO$7REDFFRWD[DQGWKHLOOLFLWWUDGHLQWREDFFRSURGXFWVLQ1HZ=HDODQG$XVW1=-
3XEOLF+HDOWKGRL>SXEOLVKHG2QOLQH
)LUVW@
/HH,&/LQ+&&KLDQJ7/$UHDGHSULYDWLRQVRFLRHFRQRPLFVWDWXVDQGVPRNLQJ
EHKDYLRUDPRQJPDOHDGXOWVLQ7DLZDQ7DLZDQ-RXUQDORI3XEOLF+HDOWK

 ?

/RSH]1LFRODV$&REDFKR0%)HUQDQGH](7KH6SDQLVKWREDFFRWD[ORRSKROHVDQG
WKHLUFRQVHTXHQFHV7RE&RQWUROHHGRLWREDFFRFRQWURO
>SXEOLVKHG2QOLQH)LUVW@
8.3DUOLDPHQW7KHVWDQGDUGLVHGSDFNDJLQJRIWREDFFRSURGXFWVUHJXODWLRQV
>XSGDWHGWK0D\FLWHGWK6HSWHPEHU@$YDLODEOHIURP
KWWSZZZOHJLVODWLRQJRYXNXNVL
2IILFLDO-RXUQDORIWKH(XURSHDQ8QLRQ'LUHFWLYH(8RIWKH(XURSHDQ
3DUOLDPHQWDQGRIWKH&RXQFLORI$SULO,Q(XURSHDQ8QLRQHG
(YDQV5HHYHV.+LVFRFN5/DXEHU.HWDO$SURVSHFWLYHORQJLWXGLQDOVWXG\RIWREDFFR
FRPSDQ\DGDSWDWLRQWRVWDQGDUGLVHGSDFNDJLQJLQWKH8.LGHQWLI\LQJFLUFXPYHQWLRQV
DQGFORVLQJORRSKROHV%0-RSHQ,QSUHVV
+07UHDVXU\6SULQJ%XGJHW
0RRGLH&$QJXVD.6WHDG03ODLQWREDFFRSDFNDJLQJUHVHDUFKDV\VWHPDWLFUHYLHZ
DQXSGDWH8QLYHUVLW\RI6WLUOLQJ
0DF.HQ]LH50DWKHUV$+DZNLQV%HWDO7KHWREDFFRLQGXVWU\¶VFKDOOHQJHVWR
VWDQGDUGLVHGSDFNDJLQJ$FRPSDUDWLYHDQDO\VLVRILVVXHIUDPLQJLQSXEOLFUHODWLRQV
FDPSDLJQVLQIRXUFRXQWULHV+HDOWKSROLF\$PVWHUGDP1HWKHUODQGV
GRLKWWSVGRLRUJMKHDOWKSRO
+DWFKDUG-/)RRNV*-(YDQV5HHYHV.$HWDO$FULWLFDOHYDOXDWLRQRIWKHYROXPH
UHOHYDQFHDQGTXDOLW\RIHYLGHQFHVXEPLWWHGE\WKHWREDFFRLQGXVWU\WRRSSRVH
VWDQGDUGLVHGSDFNDJLQJRIWREDFFRSURGXFWV%0-RSHQH
+LVFRFN5$XJXVWLQ1%UDQVWRQ-HWDO6WDQGDUGLVHGSDFNDJLQJ0LQLPXP([FLVH7D[
DQG5<2IRFXVVHGWD[ULVHLPSOLFDWLRQVIRU8.WREDFFRSULFLQJ3OR6RQHGRL
KWWSVGRLRUJMRXUQDOSRQH
$6+5LVHLQWREDFFRWD[	0LQLPXP([FLVH7D[±DVLJQLILFDQWERRVWWRKHDOWK
%UHWRQ02%ULWWRQ-%RJGDQRYLFD,&KDQJHVLQUROO\RXURZQWREDFFRDQGFLJDUHWWH
VDOHVYROXPHDQGSULFHVEHIRUHGXULQJDQGDIWHUSODLQSDFNDJLQJOHJLVODWLRQLQWKH
8.7RE&RQWUROWREDFFRFRQWUROGRLWREDFFRFRQWURO

&KDQGUD6&KDORXSND)-6HDVRQDOLW\LQFLJDUHWWHVDOHVSDWWHUQVDQGLPSOLFDWLRQVIRU
WREDFFRFRQWURO7RE&RQWUROGRLWF
216&RQVXPHUSULFHLQIODWLRQLQFOXGHVDOOLQGLFHV&3,+&3,DQG53,40,
>XSGDWHGWK'HFHPEHUFLWHGWK0D\@$YDLODEOHIURP
KWWSVZZZRQVJRYXNHFRQRP\LQIODWLRQDQGSULFHLQGLFHVPHWKRGRORJLHVFRQVXPHUS
ULFHLQIODWLRQLQFOXGHVDOOLQGLFHVFSLKFSLDQGUSLTPL
7HUXL1/L<0HDVXULQJODUJHVFDOHPDUNHWUHVSRQVHVDQGIRUHFDVWLQJDJJUHJDWHGVDOHV
5HJUHVVLRQIRUVSDUVHKLJKGLPHQVLRQDOGDWD-RXUQDORI)RUHFDVWLQJGRL
IRU
 ?

6LPSVRQ*0RGHOOLQJSDODHRHFRORJLFDOWLPHVHULHVXVLQJJHQHUDOL]HGDGGLWLYHPRGHOV
)URQWLHUVLQHFRORJ\DQGHYROXWLRQGRLKWWSVGRLRUJ
5&RUHWHDP$ODQJXDJHDQGHQYLURQPHQWIRUVWDWLVWLFDOFRPSXWLQJ5)RXQGDWLRQIRU
6WDWLVWLFDO&RPSXWLQJ9LHQQD$XVWULD
%UDQVWRQ-5*LOPRUH$%7KHIDLOXUHRIWKH8.WRWD[DGHTXDWHO\WREDFFRFRPSDQ\
SURILWV-3XE+HDOWK
%UDQVWRQ-5*LOPRUH$%7KHFDVHIRU2IVPRNHWKHSRWHQWLDOIRUSULFHFDSUHJXODWLRQRI
WREDFFRWRUDLVHSRXQGPLOOLRQSHU\HDULQWKH8.7RE&RQWURO
GRLWREDFFRFRQWURO>SXEOLVKHG2QOLQH)LUVW@
%ODNHO\7*DUWQHU&7REDFFRWD[HVKDYHPL[HGHIIHFWVRQVRFLRHFRQRPLFGLVSDULWLHV
7KH/DQFHW3XEOLFKHDOWKHHGRLV
>SXEOLVKHG2QOLQH)LUVW@
+LURQR.76PLWK.($XVWUDOLD¶VSHUSDFNFLJDUHWWHWD[SODQVWKHQHHGWRFRQVLGHU
HTXLW\7RE&RQWUROGRLWREDFFRFRQWURO
+05&2IILFLDO6WDWLVWLFVPHDVXULQJWD[JDSV+05HYHQXHDQG&XVWRPV+05&
VWDWLVWLFVDQGPHWKRGRORJLFDODQQH[HVUHODWLQJWRPHDVXULQJWD[JDSV>XSGDWHG
WK-XQHFLWHGWK-XO\@$YDLODEOHIURP
KWWSVZZZJRYXNJRYHUQPHQWVWDWLVWLFVPHDVXULQJWD[JDSV
%ULWLVK$PHULFDQ7REDFFR$XVWUDOLD0HGLD5HOHDVH5HSRUWTXHVWLRQVHIIHFWLYHQHVVRI
SODLQSDFNDJLQJ,Q0F,QW\UH6HG
6FROOR0=DFKHU0&RRPEHU.HWDO&KDQJHVLQXVHRIW\SHVRIWREDFFRSURGXFWVE\
SDFNVL]HVDQGSULFHVHJPHQWVSULFHVSDLGDQGFRQVXPSWLRQIROORZLQJWKH
LQWURGXFWLRQRISODLQSDFNDJLQJLQ$XVWUDOLD7RE&RQWURO6XSSOLLLL
GRLWREDFFRFRQWURO
/RSH]1LFRODV$%DGLOOR$PDGRU/&REDFKR7RUQHO0%:LOOWKH(XURSHDQ8QLRQ
V
QHZWREDFFRWD[OHJLVODWLRQOHDGWRUHGXFWLRQVLQVPRNLQJSUHYDOHQFH"(YLGHQFHIURP
DTXDVLH[SHULPHQWLQ6SDLQ1LFRWLQH7RE5HVGRL
QWUQWW>SXEOLVKHG2QOLQH)LUVW@
:HVW57REDFFRVPRNLQJ+HDOWKLPSDFWSUHYDOHQFHFRUUHODWHVDQGLQWHUYHQWLRQV
3V\FKRORJ\	+HDOWKGRL
%URZQ5*URFHU\GDWDH[SODLQHGKRZGR.DQWDU:RUOGSDQHO1LHOVHQDQG,5,ZRUN7KH
*URFHUQG1RYHPEHUKWWSVZZZWKHJURFHUFRXNEX\LQJDQG
VXSSO\LQJFDWHJRULHVJURFHU\GDWDH[SODLQHGKRZGRNDQWDUZRUOGSDQHOQLHOVHQDQG
LULZRUNDUWLFOH
,*'8.*URFHU5HWDLOLQJ>XSGDWHGWK-XQHFLWHGWK1RYHPEHU@
$YDLODEOHIURPKWWSZZZLJGFRP5HVHDUFK5HWDLOUHWDLORXWORRN8.
*URFHU\5HWDLOLQJDFFHVVHGWK1RYHPEHU
)RUH\%+DPOLQJ-+DPOLQJ-HWDO,QWHUQDWLRQDOVPRNLQJVWDWLVWLFV:HEHGLWLRQ
6XWWRQ8QLWHG.LQJGRP31/HH6WDWLVWLFV	&RPSXWLQJ
 ?

(XURPRQLWRU,QWHUQDWLRQDO&LJDUVDQGFLJDULOORVLQ8QLWHG.LQJGRP'DWDJUDSKLFV
>XSGDWHG-XO\FLWHGWK'HFHPEHU@$YDLODEOHIURP
KWWSVJRHXURPRQLWRUFRPSDVVSRUWKWPO
(XURPRQLWRU,QWHUQDWLRQDO0DUNHW6L]HV(YDSRXUSURGXFWVFRQVWDQW
SULFHV>FLWHGWK-DQXDU\@$YDLODEOHIURP
KWWSVJRHXURPRQLWRUFRPSDVVSRUWKWPO
0F1HLOO$%URVH/6&DOGHU5HWDO9DSLQJLQ(QJODQGDQHYLGHQFHXSGDWH$UHSRUW
FRPPLVVLRQHGE\3XEOLF+HDOWK(QJODQG/RQGRQ3XEOLF+HDOWK(QJODQG
>XSGDWHG)HEUXDU\FLWHGWK-DQXDU\@$YDLODEOHIURP
KWWSVZZZJRYXNJRYHUQPHQWSXEOLFDWLRQVYDSLQJLQHQJODQGDQHYLGHQFHXSGDWH
IHEUXDU\YDSLQJLQHQJODQGHYLGHQFHXSGDWHVXPPDU\IHEUXDU\
2162YHUYLHZRIWKH8.SRSXODWLRQ$XJXVW>XSGDWHG$XJXVWFLWHG
WK-DQXDU\@$YDLODEOHIURP
KWWSVZZZRQVJRYXNSHRSOHSRSXODWLRQDQGFRPPXQLW\SRSXODWLRQDQGPLJUDWLRQSRS
XODWLRQHVWLPDWHVDUWLFOHVRYHUYLHZRIWKHXNSRSXODWLRQDXJXVW
5HVROXWLRQ)RXQGDWLRQ7KH/LYLQJ6WDQGDUGV$XGLW>XSGDWHGWK-XO\
FLWHGWK'HFHPEHU@$YDLODEOHIURP
KWWSVZZZUHVROXWLRQIRXQGDWLRQRUJSXEOLFDWLRQVWKHOLYLQJVWDQGDUGVDXGLW
:ULJKW'$QGHUVRQ+8QDFFHSWDEOHULVHVLQFKLOGSRYHUW\DVPRUHZRUNLQJSDUHQWVOHIW
XQDEOHWRPDNHHQGVPHHW-RVHSK5RZQWUHH)RXQGDWLRQ


1 
 
Supplementary material 
Supplementary tables 
 
Table S1: Volume model details 
 
Formula: standardised_monthly_volume ~ s(time, by = mktseg, k = 20, bs = "tp") + s(season, bs = 
"cc", k = 11) +  mktseg 
Family: Gaussian  Link function: identity  
R-sq.(adj)=0.998  Deviance explained=99.8%  fREML=4959.2   Scale est.=114.16 trillion   N=2921 
Parametric coefficients:      
  Estimate Std. Error t value p  
 (Intercept) 303965746 1824587 166.59 <.001 *** 
Market segment       
 FM premium 0 (REF)     
 FM midprice 178961670 2494396 71.75 <.001 *** 
 FM value 450816692 2496121 180.61 <.001 *** 
 FM subvalue 336326426 2496162 134.74 <.001 *** 
 RYO premium -87026795 2489433 -34.96 <.001 *** 
 RYO midprice 195173312 2497612 78.14 <.001 *** 
 RYO value -60816524 2505029 -24.28 <.001 *** 
 no segment -258484540 2447506 -105.61 <.001 *** 
       
       
Approximate 
significance of 
smooth terms:  
 
    
 edf Ref.df f p   
FM premium 2.2 2.7 260.0 <.001 ***  
FM midprice 4.3 5.3 537.9 <.001 *** 
 
FM value 8.3 10.2 90.7 <.001 *** 
 
FM subvalue 12.1 14.5 319.4 <.001 *** 
 
RYO premium 1.0 1.0 1.7 .197  
 
RYO midprice 9.3 11.5 5.5 <.001 *** 
 
RYO value 3.8 4.7 195.8 <.001 *** 
 
no segment 5.5 6.9 10.2 <.001 *** 
 
       
month 8.1 9.0 13.7 <.001 *** 
 
Signif. codes:  0 '***' 0.001 '**' 0.01 '*' 0.05 '.' 0.1 ' ' 1  
1There were 4 more cases than expected from 36 months*8 market segments because case aggregation by tobacco type split the no segment 
into FM and RYO no segment and FM unclassified products were not available in all months 
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Table S2: Tobacco industry revenue model details 
 
 
Formula: revenue ~ s(time, bs = " cr", k = 10) 
Family: Gaussian            Link function: identity  
R-sq.(adj)= 0.848   Deviance explained=86.6%  REML = 584.15  Scale est.= 34.365 billion  n=36 
Parametric coefficients:      
  Estimate Std. Error t value p  
 (Intercept) 219549242 943716 232.6 <.001 *** 
  
Approximate significance of smooth terms:  
 edf Ref.df f p  
Time 3.827 4.479 47.53 <.001 *** 
Signif. codes:  0 '***' 0.001 '**' 0.01 '*' 0.05 '.' 0.1 ' ' 1  
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Table S3 Modelled tobacco industry revenues (sales values net of taxes) 
Date Tobacco industry Revenue (modelled) 
Pre legislation 
May-15 229M (223M to 234M) 
Jun-15 229M (224M to 234M) 
Jul-15 229M (225M to 234M) 
Aug-15 230M (226M to 234M) 
Sep-15 230M (227M to 234M) 
Oct-15 231M (227M to 234M) 
Nov-15 231M (228M to 234M) 
Dec-15 231M (228M to 234M) 
Jan-16 232M (229M to 235M) 
Feb-16 232M (229M to 235M) 
Mar-16 232M (229M to 235M) 
Apr-16 232M (229M to 236M) 
May-16 233M (229M to 236M) 
  
Sell through (from 20th May): New packaging must be standardised but old stock may be sold 
Jun-16 233M (229M to 236M) 
Jul-16 232M (229M to 236M) 
Aug-16 232M (228M to 235M) 
Sep-16 231M (227M to 234M) 
Oct-16 229M (226M to 233M) 
Nov-16 228M (224M to 231M) 
Dec-16 225M (222M to 229M) 
Jan-17 223M (219M to 227M) 
Feb-17 221M (217M to 224M) 
Mar-17 218M (214M to 222M) 
Apr-17 215M (211M to 219M) 
May-17 212M (208M to 216M) 
  
Full implementation (from 20th May): All FM and RYO must be sold in standardised packs 
Jun-17 209M (205M to 213M) 
Jul-17 207M (203M to 211M) 
Aug-17 204M (200M to 208M) 
Sep-17 202M (198M to 206M) 
Oct-17 200M (196M to 204M) 
Nov-17 198M (194M to 203M) 
Dec-17 197M (193M to 201M) 
Jan-18 196M (192M to 201M) 
Feb-18 196M (192M to 201M) 
Mar-18 197M (191M to 203M) 
Apr-18 198M (191M to 206M) 
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Sensitivity tests 
Geography 
Initially we included geography in our modelling as this allowed us to estimate the effect of 
geography, to check whether time trends differed by geography and to assess whether 
geography is a confounder for the time effect. Exploration of this volume model (table S4) 
showed that the estimated time effects did not differ between geography significantly and 
overall time trends by segment did not change whether geography was included in the model 
or not. Hence, although geography had a large amount of explanatory power, with large 
differences in volume between segments sold in the different geographies we concluded that 
it was not a confounder variable. This allowed us to aggregate over geography in the model 
presented in the main manuscript. Including geography required a model with a more 
complex Tweedie distribution.  Our final model reported in the main paper was simpler, more 
parsimonious and fitted the data better. 
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Table S4: Volume model details with geography 
Formula: standardised_monthly_volume ~ s(time, by = mktseg, k = 20, bs = "ad") + s(season, bs = 
"cc", k = 11) + geography + mktseg 
Family: Tweedie(p=1.) Link function: log  
R-sq.(adj)=0.888 Deviance explained=89.6% fREML=14368  Scale est.=6988.4  n=31761 
Parametric coefficients:      
  Estimate
2 Std. Error t value Pr(>|t|)  
 (Intercept) 17.61 0.09 184.972 <.001 *** 
Geography       
 Central England 0 (REF)     
 East of England -.64 .10 -6.270 <.001 *** 
 Lancs and English Border -.20 .09 -2.097 .036 ** 
 London .29 .09 3.385 .001 ** 
 North East -1.20 .12 -10.384 <.001 *** 
 South & South East -.30 .10 -3.198 .001 *** 
 South West -1.41 .12 -11.655 <.001 *** 
 Wales & West -.48 .10 -4.828 <.001 *** 
 Yorkshire -.43 .10 -4.374 <.001 *** 
 Northern Ireland -1.61 .13 -12.662 <.001 *** 
 Scotland -.34 .10 -3.502 <.001 *** 
Market segment       
 FM premium 0 (REF)     
 FM midprice .50 .10 5.117 <.001 *** 
 FM value .99 .09 10.921 <.001 *** 
 FM subvalue .78 .09 8.288 <.001 *** 
 RYO premium -.26 .11 -2.400 .016 ** 
 RYO midprice .53 .09 5.634 <.001 *** 
 RYO value -.19 .11 -1.807 .071 ** 
 no segment -1.82 .13 -14.103 <.001 *** 
       
  
Approximate significance of smooth terms:  
 edf Ref.df f p  
FM premium 1.41 1.75 12.910 <.001 *** 
FM midprice 2.22 2.94 17.988 <.001 *** 
FM value 2.02 2.54 5.314 <.001 ** 
FM subvalue 5.41 6.37 15.137 <.001 *** 
RYO premium 1.00 1.00 0.986 0.321  
RYO midprice 1.00 1.00 0.181 0.670  
RYO value 1.00 1.00 41.087 <.001 *** 
no segment 11.26 12.19 28.883 <.001 *** 
 8.86 9.00 40.669 <.001 *** 
Signif. codes:  0 '***' 0.001 '**' 0.01 '*' 0.05 '.' 0.1 ' ' 1  
1There were 8 more cases than expected from 36 months*11geographies*8 market segments because case aggregation by tobacco type split 
the no segment into FM and RYO no segments 
2The exponentiated model coefficients can be interpreted as the expected proportion difference in volume for a unit increase in the covariate 
e.g. the coefficient for East of England is -0.64. This means that East of England has exp(-0.64)= 0.53 of the volume of Central England (the 
reference category). In other words East of England has 47% less volume than Central England. 
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Population size 
It was not possible to adjust for population size by including it as an explanatory variable due 
to the almost perfect correlation of population size with time. Hence in order to take account 
of the growing population size we also fitted a model where the dependent variable was 
volume per capita 	
 = 	
/	, with volume () in month  and 
population size (	) at month . Population size was interpolated between mid-year ONS 
estimates to yield monthly figures. The conclusions of this model were the same as for the 
model presented in the main manuscript. We did not present this volume per capita model in 
our main manuscript because such models help us understand consumption trends rather than 
sales trends which relate to company profitability.  
 
Nielsen UK estimates 
Nielsen provides data as UK wide estimates and also estimates for each region/devolved 
nation separately.  We conducted sensitivity analysis using four Nielsen datasets: 
a) Aggregation of 11 geographical datasets of regions and devolved nations excluding 
products distributed to <10% stores (the model presented in the main manuscript),  
b) Aggregation of 11 geographical datasets of regions and devolved nations including all 
products  
c) UK wide dataset excluding products distributed to <10% stores  
d) UK wide dataset including all products  
Analyses a, b and d reached similar conclusions.  Our use of analysis (a) as our model in the 
main manuscript is supported by our use of this dataset for the revenue analysis in this paper 
and our analysis of price changes.1  
 
 
1. Hiscock R, Augustin N, Branston J, et al. Standardised packaging, Minimum Excise Tax, and RYO 
focussed tax rise implications for UK tobacco pricing. PloS one 2020 doi: 
https://doi.org/10.1371/journal.pone.0228069 
 
